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1	
REPORT	OF	INDEPENDENT	AUDITORS	
	
	
	
To	the	Board	of	Directors	
Water	Infrastructure	Finance	Authority	of	Arizona	
	
Report	on	Financial	Statements	
	
We	 have	 audited	 the	 accompanying	 financial	 statements	 of	 the	 business‐type	 activities	 and	 each	
major	 fund	of	Water	 Infrastructure	Finance	Authority	of	Arizona	(“WIFA”),	a	component	unit	of	 the	
State	of	Arizona,	 as	 of	 and	 for	 the	 year	 ended	 June	30,	 2014,	 and	 the	 related	notes	 to	 the	 financial	
statements,	which	collectively	comprise	the	Water	Infrastructure	Finance	Authority	of	Arizona’s	basic	
financial	statements	as	listed	in	the	table	of	contents.		
	
Management’s	Responsibility	for	the	Financial	Statements	
	
Management	is	responsible	for	the	preparation	and	fair	presentation	of	these	financial	statements	in	
accordance	 with	 accounting	 principles	 generally	 accepted	 in	 the	 United	 States	 of	 America;	 this	
includes	the	design,	implementation,	and	maintenance	of	internal	control	relevant	to	the	preparation	
and	fair	presentation	of	financial	statements	that	are	free	from	material	misstatement,	whether	due	to	
fraud	or	error.	
	
Auditor’s	Responsibility	
	
Our	 responsibility	 is	 to	 express	 opinions	 on	 these	 financial	 statements	 based	 on	 our	 audit.	 We	
conducted	our	audit	in	accordance	with	auditing	standards	generally	accepted	in	the	United	States	of	
America	and	the	standards	applicable	to	financial	audits	contained	in	Government	Auditing	Standards,	
issued	 by	 the	 Comptroller	 General	 of	 the	United	 States.	 Those	 standards	 require	 that	we	 plan	 and	
perform	 the	 audit	 to	 obtain	 reasonable	 assurance	 about	whether	 the	 financial	 statements	 are	 free	
from	material	misstatement.		
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An	audit	involves	performing	procedures	to	obtain	audit	evidence	about	the	amounts	and	disclosures	in	
the	 financial	 statements.	 The	 procedures	 selected	 depend	 on	 the	 auditor’s	 judgment,	 including	 the	
assessment	of	 the	risks	of	material	misstatement	of	 the	 financial	statements,	whether	due	 to	 fraud	or	
error.	 In	making	those	risk	assessments,	 the	auditor	considers	internal	control	relevant	 to	 the	entity’s	
preparation	and	 fair	presentation	of	 the	 financial	 statements	 in	order	 to	design	audit	procedures	 that	
are	 appropriate	 in	 the	 circumstances,	 but	 not	 for	 the	 purpose	 of	 expressing	 an	 opinion	 on	 the	
effectiveness	 of	 the	 entity’s	 internal	 control.	 Accordingly,	 we	 express	 no	 such	 opinion.	 An	 audit	 also	
includes	 evaluating	 the	 appropriateness	 of	 accounting	 policies	 used	 and	 the	 reasonableness	 of	
significant	accounting	estimates	made	by	management,	as	well	as	evaluating	the	overall	presentation	of	
the	financial	statements.	
	
We	believe	that	the	audit	evidence	obtained	is	sufficient	and	appropriate	to	provide	a	basis	for	our	audit	
opinions.	
	
Opinions	
	
In	 our	 opinion,	 the	 financial	 statements	 referred	 to	 above	 present	 fairly,	 in	 all	material	 respects,	 the	
financial	position	of	 the	business‐type	 activities	 and	each	major	 fund	of	Water	 Infrastructure	Finance	
Authority	of	Arizona	as	of	June	30,	2014,	and	the	respective	changes	in	financial	position	and	cash	flows	
for	the	year	then	ended	in	conformity	with	accounting	principles	generally	accepted	in	the	United	States	
of	America.	
	
Emphasis	of	Matter	
	
As	 further	 discussed	 in	Note	 2,	 during	 the	 fiscal	 year	 ended	 June	 30,	 2014,	 the	Water	 Infrastructure	
Finance	Authority	of	Arizona	adopted	GASB	Statement	No.	65,	“Items	Previously	Reported	as	Assets	and	
Liabilities”,	 which	 changed	 the	 accounting	 for	 the	 bond	 issuance	 costs	 and	 deferred	 loss	 on	 bond	
refundings.	Our	opinion	is	not	modified	with	respect	to	this	matter.	
	
Other	Matter	
Required	Supplementary	Information	
Accounting	principles	generally	accepted	in	the	United	States	of	America	require	that	the	management's	
discussion	and	analysis	on	pages	4	through	8	be	presented	to	supplement	the	basic	financial	statements.	
Such	information,	although	not	a	part	of	the	basic	financial	statements,	is	required	by	the	Governmental	
Accounting	Standards	Board	who	considers	 it	 to	be	an	essential	part	of	 financial	reporting	 for	placing	
the	basic	 financial	 statements	 in	an	appropriate	operational,	 economic,	or	historical	 context.	We	have	
applied	 certain	 limited	 procedures	 to	 the	 required	 supplementary	 information	 in	 accordance	 with	
auditing	standards	generally	accepted	 in	 the	United	States	of	America,	which	consisted	of	 inquiries	of	
management	 about	 the	 methods	 of	 preparing	 the	 information	 and	 comparing	 the	 information	 for	
consistency	with	management's	 responses	 to	 our	 inquiries,	 the	 basic	 financial	 statements,	 and	 other	
knowledge	we	obtained	during	our	audit	of	the	basic	financial	statements.	We	do	not	express	an	opinion	
or	 provide	 any	 assurance	 on	 the	 information	 because	 the	 limited	 procedures	 do	 not	 provide	 us	with	
sufficient	evidence	to	express	an	opinion	or	provide	any	assurance.	
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Other	Reporting	Required	by	Government	Auditing	Standards	
	
In	 accordance	 with	 Government	 Auditing	 Standards,	 we	 have	 also	 issued	 our	 report	 dated	
October	8,	2014,	 on	our	 consideration	of	Water	 Infrastructure	Finance	Authority	 of	Arizona's	 internal	
control	 over	 financial	 reporting	 and	 on	 our	 tests	 of	 its	 compliance	 with	 certain	 provisions	 of	 laws,	
regulations,	contracts,	grant	agreements,	and	other	matters.	The	purpose	of	that	report	is	to	describe	the	
scope	of	our	testing	of	 internal	control	over	financial	reporting	and	compliance	and	the	results	of	that	
testing,	and	not	to	provide	an	opinion	on	internal	control	over	financial	reporting	or	on	compliance.	That	
report	 is	an	 integral	part	of	an	audit	performed	 in	accordance	with	Government	Auditing	Standards	 in	
considering	 Water	 Infrastructure	 Finance	 Authority	 of	 Arizona's	 internal	 control	 over	 financial	
reporting	and	compliance.	
	
Scottsdale,	Arizona	
October	8,	2014	
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
MANAGEMENT’S	DISCUSSION	AND	ANALYSIS	
	
As	management	of	 the	Water	 Infrastructure	Finance	Authority	of	Arizona	(WIFA),	we	offer	 readers	of	
WIFA's	financial	statements	this	narrative	overview	and	analysis	of	the	financial	activities	of	WIFA	for	
the	fiscal	year	ended	June	30,	2014.	We	encourage	readers	to	consider	the	information	presented	here	in	
conjunction	with	WIFA's	financial	statements.	
	
Highlights‐	Business	Type	Activities	
	
•	 At	the	end	of	fiscal	year	2014,	the	Net	Position	for	WIFA	had	increased	by	$36,793,715	to	a	total	of	
$556,585,413.	Of	 this	amount	$556,567,594	 is	 restricted	 for	 the	 revolving	 loan	program	and	debt	
service	and	$17,819	is	the	net	investment	in	capital	assets.	
• In	 fiscal	 year	 2014,	WIFA	 saw	 a	 decrease	 in	 the	 number	 of	 new	 loans	 approved.	 The	 total	 dollar	
value	of	the	loans	was	$45	million	compared	to	$55.2	million	in	the	previous	year.	However,	we	are	
currently	negotiating	6	new	loans	valued	at	$23.5	million.	
•	 WIFA	is	beginning	to	see	loans	maturing	in	the	program.	In	fiscal	year	2014,	four	(4)	loans	matured	
and	WIFA	received	prepayments	for	an	additional	ten	(10)	 loans.	 In	fiscal	year	2013,	a	total	of	22	
loans	were	paid	in	full	from	normal	loan	activity	(6)	or	prepayment	(16).		
	
Using	this	Annual	Report	
	
The	financial	statements	included	in	this	annual	report	are	those	of	a	corporate	and	politic	body	of	the	
State	of	Arizona.	The	following	statements	are	included:	
	
•	 Statement	 of	 net	 position	 ‐	 reports	 WIFA's	 current	 financial	 resources,	 noncurrent	 financial	
resources,	current	obligations,	long‐term	obligations,	and	the	resulting	net	position.	
•	 Statement	of	revenues,	expenses	and	changes	in	net	position	‐	reports	WlFA's	operating	revenues,	
operating	expenses,	and	nonoperating	revenues.	
•	 Statement	of	cash	flows	‐	reports	WIFA's	cash	flows	from	operating	activities,	investing,	and	capital	
and	non‐capital	related	financing	activities.	
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
MANAGEMENT’S	DISCUSSION	AND	ANALYSIS	
	
Statement	of	Net	Position	
	
As	of	June	30, 2014
As	Restated							
2013 Dollar	Change
Current	assets 226,440,613$				 209,004,845$				 17,435,768$						
Other	noncurrent	assets 1,208,581,995	 1,238,826,175		 (30,244,180)							
Capital	assets 17,819																 48,688																	 (30,869)														
Total	assets 1,435,040,427			 1,447,879,708				 (12,839,281)							
Deferred	outflows	of	resources 25,908,095										 29,420,149										 (3,512,054)									
Total	assets	and	deferred	outflows 1,460,948,522$	 1,477,299,857$		 (16,351,335)$				
					of	resources
Current	liabilities 56,078,587$							 55,217,107$								 861,480$												
Noncurrent	liabilities 848,284,522					 902,291,052						 (54,006,530)							
Total	liabilities 904,363,109					 957,508,159						 (53,145,050)							
Net	investment	in	capital	assets 17,819																 48,688																	 (30,869)														
Restricted	for	revolving	loan	program	and
							debt	service 556,567,594					 519,743,010						 36,824,584									
Total	net	position 556,585,413					 519,791,698						 36,793,715									
Total	liabilities	and	net	position 1,460,948,522$	 1,477,299,857$		 (16,351,335)$				
	
WIFA's	net	position	increased	to	$556,585,413	during	fiscal	year	2014,	an	increase	of	$36,793,715	over	
fiscal	year	2013.	WIFA's	net	position	increased	to	$519,791,698	during	fiscal	year	2013,	an	increase	of	
$49,404,234	over	fiscal	year	2012.	The	increase	in	net	position	was	primarily	the	result	of	a	decrease	in	
liabilities	of	approximately	$53	million	($45.2	million	decrease	in	bonds	payable	and	$7	million	in	bond	
premiums)	 and	 an	 increase	 in	 assets	 ($17.4	 million	 in	 cash).	 The	 amount	 of	 federal	 expenditures	
decreased	from	$56,841,614	in	fiscal	year	2013	to	$34,313,247	in	fiscal	year	2014.	Despite	the	decrease	
in	federal	spending,	WIFA	continues	to	maximize	loan	capability	without	incurring	any	new	bond	debt.	
WIFA	is	striving	to	spend	down	the	available	federal	dollars	to	reach	a	new	federal	goal	of	expending	all	
awarded	capitalization	funds	within	two	years.	
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
MANAGEMENT’S	DISCUSSION	AND	ANALYSIS	
	
Review	of	Revenues,	Expenses,	and	Changes	in	Net	Position	
	
The	following	table	shows	the	condensed	statement	of	revenues,	expenses,	and	changes	in	net	position	
for	the	past	two	fiscal	years.	
	
Year	Ended	June	30, 2014
	As	Restated				
2013	 Change
Operating	Revenues:
Program	loan	interest	and	fee	income 35,928,884$					 35,597,665$					 331,219$											
Total	program	revenue 35,928,884							 35,597,665							 331,219														
Operating	Expenses:
Total	operating	expenses 9,963,829									 11,099,762							 (1,135,933)									
Operating	income 25,965,055							 24,497,903							 1,467,152											
Nonoperating	revenues	(expenses),	net 10,828,660							 24,906,331							 (14,077,671)							
Change	in	net	position 36,793,715									 49,404,234									 (12,610,519)							
Net	position,	beginning	of	year,	as	originally	reported 519,791,698						 474,578,297						 45,213,401									
Write	off	of	bond	issuance	costs,	Note	2 ‐																														 4,190,833											 (4,190,833)									
Net	position,	beginning	of	year,	restated 519,791,698				 470,387,464				 49,404,234									
Net	position,	end	of	year 556,585,413$				 519,791,698$				 36,793,715$						
	
In	 fiscal	 year	 2014,	 total	 operating	 revenue	 increased	 by	 $331,219	 or	 .93%	 and	 the	 total	 operating	
expenses	decreased	by	$1,135,933	or	10.23%.	Nonoperating	 revenues,	 net	 of	 nonoperating	 expenses,	
decreased	 by	 $14.08	million	 or	 56.52%,	mostly	 due	 to	 the	 decrease	 in	 capitalization	 grants	 of	 $18.3	
million,	offset	by	the	 increase	 in	administrative	grants	of	$883,141	and	the	reduction	of	program	loan	
interest	expense	of	$3.76	million	due	to	the	change	in	accounting	principle	related	to	the	treatment	of	
bond	issuance	costs	as	further	discussed	in	Note	2.	Net	position	increased	by	$36,793,715	or	7.08%.	
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
MANAGEMENT’S	DISCUSSION	AND	ANALYSIS	
 
	
Budgetary	Highlights	
	
WIFA's	 Board	 of	 Directors	 adopted	 an	 operating	 budget	 of	 $2,098,260	 for	 the	 period	 July	 1,	 2013	
through	June	30,	2014.	
	
Budget	Line	Item Amount
Salaries	and	benefits 1,535,060$									
Professional	and	outside	services 249,200														
In	state	travel 20,000																
Out	of	state	travel 20,000																
Other	operating 220,000														
Equipment 54,000																
Total 2,098,260$									
Actual	spending	was	approximately	$395,600	more	than	the	budget.	The	over	expenditure	was	due	to	
an	arbitrage	payment	of	$572,657.	Without	this	payment	the	overall	administrative	expenditures	would	
have	been	$177,093	less	than	budget	or	8.44%.	The	savings	was	obtained	by	the	continued	reevaluation	
of	 existing	 contracts	 to	 determine	 need/cost,	 reduction	 in	 the	 purchase	 of	 office	 supplies	 and	 re‐
evaluating	the	need	for	upgrades	to	the	phone	system	and	other	modernization	efforts.	
	
Capital	Assets	
	
WIFA's	 capital	 assets	 consist	 primarily	 of	 computer	 equipment.	 In	 fiscal	 year	 2014,	WIFA	 purchased	
$15,348	for	new	equipment	and	software	 license	renewals.	Of	this	amount,	$6,036	was	for	capitalized	
equipment.	 WIFA's	 long‐term	 bond	 debt	 activity	 for	 fiscal	 year	 2014	 is	 as	 follows.	 See	 further	
information	in	Notes	7	and	8.	
	
Debt	Outstanding	
	
Year	Ended	June	30, 2014
Beginning	balance 863,900,000$				
Additions ‐																													
Payments (45,150,000)							
Refunded	bonds ‐																													
Ending	balance 818,750,000$				
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
MANAGEMENT’S	DISCUSSION	AND	ANALYSIS	
 
Economic	and	Other	Factors	
	
Anticipated	Bond	Sales	
During	fiscal	year	2015,	WIFA	is	considering	a	refunding	action	and	pre‐payment	of	its	2004	series	
bonds.	
	
Federal	Capitalization	Grants	
WIFA	 has	 submitted	 for	 federal	 funding	 of	 $16.0	million	 for	Drinking	Water	 and	 $9.5	million	 for	
Clean	Water	in	fiscal	year	2015.	
	
Financial	Contact	
	
WIFA's	financial	statements	present	users	with	a	general	overview	of	WIFA's	finances	and	demonstrate	
WIFA's	 accountability.	 If	 you	 have	 any	 questions	 about	 the	 report	 or	 require	 additional	 financial	
information,	please	contact	Michael	Clark,	Controller,	Water	Infrastructure	Finance	Authority	of	Arizona,	
1110	West	Washington,	Suite	290,	Phoenix,	Arizona	85007	or	by	phone	at	(602)	364‐1324	or	toll‐free	at	
(877)	298‐0425.	
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
STATEMENT	OF	NET	POSITION	–	PROPRIETARY	FUNDS	
 
June	30,	2014
Business‐Type	Activities‐Proprietary	Funds
Clean	Water Drinking	Water
Revolving	Fund Revolving	Fund Total
CURRENT	ASSETS
Cash	and	cash	equivalents
Cash	with	treasurer 101,905,492$			 95,897,221$					 197,802,713$					
Cash	with	trustee 9,604,484									 317,314													 9,921,798											
Restricted	cash	with	trustee 1,106,415									 505,229													 1,611,644											
Total	cash	and	cash	equivalents 112,616,391				 96,719,764							 209,336,155							
Receivables,	net	
Debt	management 5,706,199									 2,851,994									 8,558,193											
Interest 6,142,880									 2,403,385									 8,546,265											
Internal	balances (17,326,268)					 17,326,268							 ‐																														
Total	current	assets 107,139,202				 119,301,411				 226,440,613							
NONCURRENT	ASSETS
Investments 27,392,655							 887,349													 28,280,004										
Restricted	investments 64,940,961							 21,055,445							 85,996,406										
Pledged	loans 733,333,931				 280,263,135				 1,013,597,066			
Other	program	loans 14,274,469							 66,434,050							 80,708,519										
Capital	assets,	net 1,126																		 16,693															 17,819																	
Total	noncurrent	assets 839,943,142				 368,656,672				 1,208,599,814			
Total	assets 947,082,344				 487,958,083				 1,435,040,427			
DEFERRED	OUTFLOWS	OF	RESOURCES
Deferred	loss	on	bond	refundings 19,669,453							 6,238,642									 25,908,095										
Total	assets	and	deferred	outflows	of	resources 966,751,797$			 494,196,725$			 1,460,948,522$	
CURRENT	LIABILITIES
Accrued	payroll 6,364$																 19,084$														 25,448$															
Compensated	absences 26,077															 78,264															 104,341															
Interest	payable 7,312,767									 2,141,031									 9,453,798											
Bonds	payable‐current 34,940,697							 11,554,303							 46,495,000										
Total	current	liabilities 42,285,905							 13,792,682							 56,078,587										
NONCURRENT	LIABILITIES
Loan	reserve 69,243															 1,963,264									 2,032,507											
Bonds	payable 649,938,718				 196,313,297				 846,252,015							
Total	noncurrent	liabilities 650,007,961				 198,276,561				 848,284,522							
Total	liabilities 692,293,866				 212,069,243				 904,363,109							
NET	POSITION
Net	investment	in	capital	assets 1,126																		 16,693															 17,819																	
Restricted	for	revolving	loan	program	and	debt	service 274,456,805				 282,110,789				 556,567,594							
Total	net	position 274,457,931				 282,127,482				 556,585,413							
Total	liabilities	and	net	position 966,751,797$				 494,196,725$				 1,460,948,522$	
ASSETS	AND	DEFERRED	OUTFLOWS	OF	RESOURCES
LIABILITIES	AND	NET	POSITION
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
STATEMENT	OF	REVENUES,	EXPENSES,	AND	CHANGES	IN	NET	POSITION	–
PROPRIETARY	FUNDS	
 
Year	Ended	June	30,	2014
Business‐Type	Activities‐Proprietary	Funds
Clean	Water Drinking	Water
Revolving	Fund Revolving	Fund Total
OPERATING	REVENUES
Program	loan	interest	and	fee	revenue 24,406,375$					 11,522,509$					 35,928,884$						
OPERATING	EXPENSES
Administrative	expenses 898,820													 4,908,500									 5,807,320											
Technical	assistance 194,506													 301,220													 495,726														
Forgivable	principal	expense 128,436													 3,495,442									 3,623,878											
Depreciation 383																					 36,522															 36,905																
Total	operating	expenses 1,222,145									 8,741,684									 9,963,829											
OPERATING	INCOME 23,184,230							 2,780,825									 25,965,055									
NONOPERATING	REVENUES	(EXPENSES)
Administrative	grants 401,723													 4,846,163									 5,247,886											
Investment	earnings 4,675,197									 1,345,447									 6,020,644											
Capitalization	grants 14,637,882							 19,675,365							 34,313,247									
Program	loan	interest	expense (26,628,296)					 (8,124,821)							 (34,753,117)							
Total	nonoperating	revenues
							(expenses) (6,913,494)							 17,742,154							 10,828,660									
CHANGE	IN	NET	POSITION 16,270,736							 20,522,979							 36,793,715									
NET	POSITION,	beginning	of	year,	 261,366,829				 262,615,702				 523,982,531						
as	originally	reported
Write	off	of	bond	issuance	costs,	Note	2 3,179,634									 1,011,199									 4,190,833											
NET	POSITION,	beginning	of	year,	as	restated 258,187,195				 261,604,503				 519,791,698						
NET	POSITION,	end	of	year 274,457,931$			 282,127,482$			 556,585,413$				
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WATER	INFRASTRUCTURE	FINANCE	AUTHORITY	OF	ARIZONA	
STATEMENT	OF	CASH	FLOWS	
 
Year	Ended	June	30,	2014
Business‐Type	Activities	‐	Proprietary	Funds
Clean	Water Drinking	Water
Revolving	Fund Revolving	Fund Total
CASH	FLOWS	FROM	OPERATING	ACTIVITIES
Receipt	of	borrower	loan	repayments 47,099,043$					 34,014,981$					 81,114,024$					
Loans	made	to	borrowers (25,611,171)					 (34,496,850)					 (60,108,021)						
Receipt	of	loan	interest 24,728,845							 11,512,858							 36,241,703								
Receipt	of	debt	management	fees (42,429)													 (37,308)													 (79,737)														
Use	of	loan	reserves (233,659)											 (204,066)											 (437,725)												
Cash	paid	to	employees	including	benefits (384,378)											 (1,153,072)							 (1,537,450)								
Payment	of	administrative	costs (511,083)											 (3,742,628)							 (4,253,711)								
Payment	of	technical	assistance	costs (194,506)											 (301,220)											 (495,726)												
Payment	of	forgivable	principal	expense (128,436)											 (3,495,442)							 (3,623,878)								
Net	cash	provided	by	operating	activities 44,722,226							 2,097,253									 46,819,479								
CASH	FLOWS	FROM	NONCAPITAL	FINANCING	ACTIVITIES
Receipts	of	administrative	grants 401,723													 4,846,163									 5,247,886										
Interfund	receipts	(payments) 494,382													 (494,382)											 ‐																													
Principal	paid	on	bonds (31,318,257)					 (13,831,743)					 (45,150,000)						
Interest	paid	on	bonds (29,970,166)					 (8,844,385)							 (38,814,551)						
Receipts	of	capitalization	grants 14,637,882							 19,675,365							 34,313,247								
Net	cash	provided	by	noncapital
financing	activities (45,754,436)					 1,351,018									 (44,403,418)						
CASH	FLOWS	FROM	CAPITAL	AND	RELATED
FINANCING	ACTIVITIES
Purchase	of	capital	assets (1,509)																 (4,527)																	 (6,036)																	
Net	cash	used	in	capital	and	related	financing
activities (1,509)																 (4,527)																	 (6,036)																	
CASH	FLOWS	FROM	INVESTING	ACTIVITIES
Interest	received	on	investments 5,225,659									 1,713,673									 6,939,332										
	
Net	cash	provided	by	investing	activities 5,225,659									 1,713,673									 6,939,332										
NET	INCREASE	IN	CASH	AND	CASH	EQUIVALENTS 4,191,940									 5,157,417									 9,349,357										
CASH	AND	CASH	EQUIVALENTS,	beginning	of	year 108,424,451				 91,562,347							 199,986,798						
CASH	AND	CASH	EQUIVALENTS,	end	of	year 112,616,391$				 96,719,764$						 209,336,155$				
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STATEMENT	OF	CASH	FLOWS	(CONTINUED)	
 
Year	Ended	June	30,	2014
Business‐Type	Activities	‐	Proprietary	Funds
Clean	Water Drinking	Water
Revolving	Fund Revolving	Fund Total
Reconciliation	of	Operating	Income	to	Net	Cash
Provided	by	operating	activities
	 Operating	income 23,184,230$					 2,780,825$								 25,965,055$					
	 Adjustments	to	reconcile	operating	loss	to	net	cash
	 provided	by	operating	activities
	 Depreciation 383																					 36,522																 36,905																
	 Changes	in	operating	assets	and	liabilities
	 Program	loans 21,487,872							 (481,869)											 21,006,003								
Debt	management	receivable (988,524)											 (666,245)											 (1,654,769)								
Interest	receivable 1,268,565									 619,286													 1,887,851										
Accrued	payroll 452																					 4,046																			 4,498																			
Compensated	absences 2,907																		 8,754																			 11,661																
Loan	reserve (233,659)											 (204,066)											 (437,725)												
Total	adjustments 21,537,996							 (683,572)											 20,854,424								
Net	cash	provided	by	operating	activities 44,722,226$						 2,097,253$									 46,819,479$						
SUPPLEMENTAL	DISCLOSURES	OF	NONCASH	INVESTMENT
ACTIVITIES
Write	off	of	bond	issuance	costs	‐	Note	2 3,179,634$									 1,011,199$									 4,190,833$									
Amortization	of	bond	premiums (5,430,159)$							 (1,643,646)$							 (7,073,805)$							
Amortization	of	deferred	loss	on	bonds 2,447,839$									 1,064,215$									 3,512,054$									
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Note	1	–	Organization	and	Reporting	Entity	
	
Reporting	entity	 –	The	Water	 Infrastructure	Finance	Authority	of	Arizona	 (WIFA)	 is	 a	political	body	
and	 a	 component	 unit	 of	 the	 State	 of	 Arizona	 (State).	 WIFA's	 financial	 information	 is	 discretely	
presented	 in	 the	 Comprehensive	 Annual	 Financial	 Report	 of	 the	 State	 of	 Arizona.	 It	 is	 authorized	 to	
administer	the	Clean	Water	Revolving	Fund	and	the	Drinking	Water	Revolving	Fund	(Funds)	and	has	an	
operating	 agreement	 with	 the	 US	 Environmental	 Protection	 Agency	 (EPA).	 WIFA	 is	 governed	 by	 a	
twelve‐member	 board	 of	 directors	 (the	 board).	 The	 day‐to‐day	 administrative	 functions	 of	WIFA	 are	
overseen	by	WIFA's	Executive	Director	and	other	staff	employed	by	WIFA.	
	
The	Clean	Water	Revolving	Fund	was	 created	pursuant	 to	 the	Federal	Water	Pollution	Control	Act	 of	
1972,	 as	 amended	 by	 the	Water	 Quality	 Act	 of	 1987	 (Clean	Water	 Act),	 which	 required	 the	 State	 of	
Arizona	 to	 establish	 the	 Fund	 to	 accept	 federal	 capitalization	 grants	 for	 publicly	 owned	 wastewater	
treatment	projects.	The	purpose	of	the	fund	is	to	provide	financial	assistance,	including	loans	to	political	
subdivisions	 and	 Indian	 tribes	 to	 finance	 construction,	 acquisition,	 restoration	 or	 rebuilding	 of	
wastewater	treatment	facilities.	
	
The	Drinking	Water	Revolving	Fund	was	established	to	provide	water	facility	loans	including	forgivable	
principal	to	political	subdivisions	of	this	state,	Indian	Tribes	and	other	eligible	entities,	as	determined	by	
the	 board,	 pursuant	 to	 the	 Safe	 Drinking	Water	 Act,	make	 drinking	water	 facility	 loans,	 purchase	 or	
refinance	debt	obligations	of	drinking	water	facilities,	assist	 in	purchasing	insurance	for	local	drinking	
water	facility	bond	obligations,	pay	the	costs	to	administer	the	fund,	fund	other	programs	pursuant	to	
the	 Safe	Drinking	Water	 Act	 and	 provide	 linked	 deposit	 guarantees	 through	 third	 party	 lenders	with	
recourse	against	deposit	if	payments	are	not	made	when	due.	
	
The	funds	may	consist	of	(i)	money	appropriated	by	the	legislature;	(ii)	money	received	from	the	United	
States	Government	for	the	purposes	of	the	program,	including	capitalization	grants;	(iii)	money	received	
from	 the	 issuance	 and	 sale	 of	 bonds;	 (iv)	money	 from	Drinking	Water	 and	Waste	Water	 Facilities	 as	
repayment	for	loans;	(v)	interest	and	other	income	received	from	investing	money	in	the	fund;	and	(vi)	
gifts,	 grants,	 and	 donation	 received	 from	 any	 public	 or	 private	 source.	 In	 order	 to	 receive	 federal	
capitalization	grants,	the	State	must	provide	matching	funds	in	a	ratio	of	$1	of	State	matching	funds	for	
every	 $5	 of	 federal	 capitalization	 grants.	 The	 State	 began	 appropriating	 money	 for	 deposit	 into	 the	
Funds	in	1998.	
	
The	accompanying	financial	statements	present	the	Clean	Water	Revolving	Fund	and	the	Drinking	Water	
Revolving	Fund,	which	include	all	of	the	revenues	and	the	administrative	expenses	of	WIFA.		
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Note	1	–	Organization	and	Reporting	Entity	(continued)	
	
Fund	 type	 –	 WIFA	 is	 required	 to	 maintain	 the	 federal	 capitalization	 grants	 and	 state	 match,	 less	
administrative	and	other	allowances,	as	the	Funds'	restricted	net	position,	in	perpetuity.	Therefore,	the	
periodic	 determination	 of	 revenues	 earned,	 expenses	 incurred,	 and	 changes	 in	 net	 position	 are	
appropriate	 for	 capital	 maintenance,	 public	 policy,	 management	 control,	 accountability	 and	 other	
purposes.	As	a	result,	the	accounting	records	are	maintained	as	enterprise	funds.	Only	the	allowable	4%	
set	aside	from	the	capitalization	grants	and	debt	management	fees	can	be	expended	for	administrative	
expenses.	See	Note	2	Net	Position.		
	
	
Note	2	–	Summary	of	Significant	Accounting	Policies		
	
Proprietary	 fund	 financial	 statements	 and	 measurement	 focus	 and	 basis	 of	 accounting	 –	
Proprietary	 fund	 financial	 statements	 include	 a	 statement	 of	 net	 position,	 a	 statement	 of	 revenues,	
expenses,	 and	changes	 in	net	position,	and	a	statement	of	 cash	 flows	 for	each	major	proprietary	 fund	
and	also	the	aggregated	total	for	all	funds.	
	
The	accounting	and	financial	reporting	treatment	applied	to	a	 fund	is	determined	by	its	measurement	
focus.	 WIFA's	 financial	 statements	 are	 reported	 using	 the	 economic	 resources	 measurement	 focus.	
WIFA's	accounting	records	are	maintained	on	the	accrual	basis	of	accounting.	
	
WIFA	 distinguishes	 operating	 revenues	 and	 expenses	 from	 non‐operating	 items.	 Operating	 revenues	
and	expenses	generally	result	 from	providing	services	 in	connection	with	 financing	and	administering	
moneys	for	the	Clean	and	Drinking	Water	Revolving	Funds.	The	principal	operating	revenues	of	WIFA	
are	 program	 loan	 interest	 and	 management	 fees.	 WIFA's	 operating	 expenses	 are	 administrative,	
technical	 assistance,	 depreciation,	 and	 forgivable	 principal	 expenses.	 All	 revenues	 and	 expenses,	
including	program	 loan	 costs,	 not	meeting	 this	definition	 are	 reported	 as	nonoperating	 revenues	 and	
expenses.	
	
Investments	 –	 Investments	 reported	 in	 accounts	 required	 by	 the	 Master	 Trust	 Indenture	 for	 debt	
service	are	reported	as	restricted	investments.	WIFA	has	adopted	provisions	of	Statement	No.	31	of	the	
Governmental	Accounting	Standards	Board,	Accounting	and	Financial	Reporting	for	Certain	Investments	
and	for	External	Investment	Pools.	This	standard	requires	certain	investments	to	be	reported	at	fair	value	
rather	than	at	cost.	
	
Investments	 in	 Guaranteed	 Investment	 Contracts	 are	 stated	 at	 cost,	 since	 they	 are	 nonparticipating	
contracts.	The	investment	of	excess	revenue	in	the	2001	Master	Trust	Indenture	is	stated	at	fair	value,	
which	approximates	cost.	WIFA	invests	its	funds	in	accordance	with	the	requirements	for	investment	of	
funds	per	the	Master	Trust	Indenture,	dated	September	1,	1999.	
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Note	2	–	Summary	of	Significant	Accounting	Policies	(continued)	
	
Cash	 equivalents	 –	WIFA	 considers	 all	 highly	 liquid	 debt	 instruments	 purchased	with	maturities	 of	
three	months	or	less	at	acquisition	date	to	be	cash	equivalents.	WIFA	is	required	to	deposit	funds	into	
restricted	accounts	in	accordance	with	their	Master	Trust	Indenture	as	described	in	Note	3.	Depository	
accounts	required	by	the	Master	Trust	Indenture	for	debt	service	are	reported	as	restricted	cash	with	
trustee.	
	
Capital	assets	–	Capital	assets	acquired	by	the	Funds	are	stated	at	cost.	The	capitalization	threshold	has	
been	 set	 at	 $5,000.	 The	 purchase	 of	 equipment	 is	 typically	 split	 among	 the	 different	 programs.	
Depreciation	has	been	allocated	using	the	straight‐line	method	over	the	estimated	useful	lives,	which	is	
estimated	to	be	five	to	seven	years	for	equipment	assets.	
	
Compensated	absences	–	WIFA	employees	accrue	vested	annual	leave	at	a	variable	rate	based	on	years	
of	service.	Employees	forfeit	accumulated	annual	leave	in	excess	of	320	hours	for	uncovered	employees	
and	240	hours	for	covered	employees	at	the	end	of	a	calendar	year.	Any	employee	who	separates	from	
State	service	is	paid	for	all	unused	and	un‐forfeited	annual	leave	at	the	employee's	rate	of	pay	at	the	time	
of	separation.	
	
Sick	leave	includes	any	approved	period	of	paid	absence	granted	an	employee	due	to	illness,	injury,	or	
disability.	Employees	accrue	sick	leave	at	the	rate	of	3.7	hours	per	pay	period	without	an	accumulation	
limit.	Because	sick	leave	benefits	do	not	vest	with	employees,	a	liability	for	sick	leave	is	not	accrued	in	
the	financial	statements.	
	
Long‐term	 obligations	 –	 Long‐term	 debt	 is	 reported	 as	 fund	 liabilities	 in	 the	 applicable	 fund's	
statement	of	net	position.	Bond	premiums	are	accrued	and	amortized	over	the	life	of	the	bonds	using	the	
straight‐line	method.	
	
Net	 position	 –	 Net	 position	 is	 classified	 in	 one	 of	 two	 categories.	Restricted	 for	Revolving	 Loan	
Program	and	Debt	Service	has	constraints	placed	on	use	by	external	parties	such	as	creditors,	grants,	
laws	or	regulations.	Included	in	this	balance	are	amounts	restricted	by	the	Environmental	Protection	
Agency	 (“EPA”)	 of	 $487,906,357	 of	 which	 $236,044,702	 is	 restricted	 for	 Clean	 Water	 and	
$251,861,655	for	Drinking	Water.	This	represents	amounts	received	from	the	EPA	in	the	form	of	
Capitalization	Grants	and	state	 funds	used	as	 required	match	 for	 the	grants	 less	administrative	
and	other	allowances.	The	purpose	of	the	 funds	 is	 to	provide	financial	assistance	to	publicly	owned	
wastewater	treatment	 facility	and	public	and	privately	owned	drinking	water	facilities.	The	restricted	
portion	is	based	upon	the	Federal	Capitalization	Grants	received,	plus	state	match	contributions,	 less	
certain	 allowances	 and	 the	 amount	 paid	 as	 principal	 on	 state	 match	 bonds.	 For	 Clean	 Water,	 the	
allowances	are	 the	administrative	 costs	authorized	by	 the	grant	and	any	 forgivable	principal	monies	
spent.	For	Drinking	Water,	 the	allowances	are	 the	same	and	additional	amounts	set	aside	 for	certain	
drinking	water	operating	expenses.	All	figures	are	cumulative	from	the	first	award.	Net	investment	in	
capital	assets	consists	of	capital	assets,	net	of	accumulated	depreciation.		
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Note	2	–	Summary	of	Significant	Accounting	Policies	(continued)	
	
Grants	 –	 Capitalization	 grants	 are	 restricted	 for	 revolving	 loan	 programs	 and	 are	 recorded	 as	 non‐
operating	 revenue.	 Administrative	 grants	 are	 used	 for	 administrative	 purposes	 are	 also	 recorded	 as	
non‐operating	revenue.	Federal	grants	may	not	be	drawn	until	qualifying	expenditures	are	incurred.	
	
Fund	administration	–	Employees	of	WIFA	perform	administration	of	the	Funds.	Expenses	relating	to	
the	 administration	 are	 funded	 from	 the	 capitalization	 grant	 (up	 to	 a	 maximum	 of	 4	 percent	 of	 the	
capitalization	grant)	and	fees	charged	to	loan	recipients	(see	Note	8).	
	
Estimates	–	The	preparation	of	financial	statements	in	conformity	with	accounting	principles	generally	
accepted	in	the	United	States	of	America	requires	management	to	make	estimates	and	assumptions	that	
affect	the	reported	amounts	of	assets	and	liabilities	and	disclosure	of	contingent	assets	and	liabilities	at	
the	 date	 of	 the	 financial	 statements	 and	 the	 reported	 amounts	 of	 revenues	 and	 expenses	 during	 the	
reporting	period.	Actual	results	could	differ	from	those	estimates.	
	
Reclassifications	 –	 Certain	 amounts	 from	 the	 financial	 statements	 have	been	 reclassified	 to	 conform	
with	 the	current	year	presentation.	Such	reclassifications	have	no	effect	on	net	position	or	changes	 in	
net	position.		
	
Implementation	 of	 new	 accounting	 standards	 –	 As	 of	 June	 30,	 2013,	 WIFA	 implemented	 GASB	
Statement	 No.	 62,	 “Codification	 of	 Accounting	 and	 Financial	 Reporting	 Guidance	 Contained	 in	 Pre‐
November	 30,	 1989	 FASB	 and	 AICPA	 Pronouncements”.	 The	 implementation	 of	 the	 statement	 had	 no	
impact	on	the	financial	statements	or	net	position	of	WIFA	as	the	entity	had	previously	elected	to	apply	
all	Financial	Accounting	Standards	Boards	Statements	and	Interpretations,	Accounting	Principles	Board	
Opinions,	and	Accounting	Research	Bulletins	 issued	on	or	before	November	30,	1989	that	were	not	 in	
conflict	with	or	in	contradiction	of	GASB	pronouncements.	
	
As	 of	 June	 30,	 2013,	 WIFA	 implemented	 GASB	 Statement	 No.	 63,	 “Financial	 Reporting	 of	 Deferred	
Outflows	 of	 Resources,	 Deferred	 Inflows	 of	 Resources,	 and	 Net	 Position”.	 The	 implementation	 of	 the	
statement	had	no	financial	impact	on	the	financial	statements	or	net	position	of	WIFA.	
	
During	 fiscal	 year	 2014,	WIFA	 adopted	GASB	65,	 “Items	Previously	Reported	as	Assets	and	Liabilities”,	
which	 modified	 the	 accounting	 for	 bond	 issuance	 costs.	 Previously	 reported	 amounts	 for	 the	 bond	
issuance	costs	were	reflected	on	the	statement	of	net	position	as	an	asset.	The	implementation	of	this	
statement	resulted	in	the	write	off	of	bond	issuance	costs	on	the	statement	of	revenues,	expenses,	and	
changes	 in	net	position.	Additionally,	 as	 a	 result	of	WIFA’s	 adoption	of	GASB	65,	 the	deferred	 loss	on	
bond	refundings	is	now	reported	as	a	deferred	outflow	of	resources	on	the	statement	of	net	position.	For	
advance	 refundings	 resulting	 in	 defeasance	 of	 debt	 reported	 by	 WIFA,	 the	 difference	 between	 the	
reacquisition	 price	 and	 the	 net	 carrying	 amount	 of	 the	 old	 debt	 is	 reported	 as	 a	 deferred	 outflow	 of	
resources	and	recognized	as	a	component	of	interest	expense	on	a	straight	line	basis	over	the	remaining	
life	of	the	new	debt.	
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Note	3	–	Cash	and	Investments	
	
Cash	and	investments	consisted	of	the	following	as	of	June	30,	2014:	
	
Investment	Type Amount
State	investment	pool 197,802,713$				
Money	market	 9,921,798											
Money	market	‐	Restricted	 1,611,644											
																Cash	and	cash	equivalents 209,336,155						
Guaranteed	investment	contract 80,104,178									
U.S.	Treasury	notes 244,286															
Federal	bond 33,927,946									
																Total	investments	including	restricted	accounts 114,276,410						
																Less	restricted	investments (85,996,406)							
																Investments 28,280,004									
																															Total	cash	and	investments 323,612,565$				
	
Cash	and	cash	equivalents	–	Custodial	credit	risk	for	deposits	is	the	risk	that,	in	the	event	of	the	failure	
of	a	depository	financial	institution,	an	entity	will	not	be	able	to	recover	its	deposits	or	will	not	be	able	to	
recover	collateral	securities	that	are	in	the	possession	of	an	outside	party.	
	
At	 June	 30,	 2014,	 the	 carrying	 amount	 of	WIFA's	 cash	with	 treasurer	 totaled	 $197,715,056	 of	which	
$189,	343,	815	was	invested	in	the	State	Agency's	pool	number	3	and	number	4.	The	funds	invested	with	
the	treasurer	are	invested	according	to	the	Investment	Policy	of	the	Arizona	State	Treasurer’s	Office.	The	
remaining	balance	consists	of	$87,657	of	 funds	on	hand	not	deposited	and	$8,371,241	on	deposit	and	
collateralized	with	 securities	 held	 by	 the	 pledging	 financial	 institution	 or	 by	 its	 trust	 department	 or	
agent,	but	not	in	WIFA's	name.		
	
At	 June	 30,	 2014,	 the	 carrying	 amount	 of	 WIFA's	 cash	 with	 trustee	 totaled	 $11,533,442,	 of	 which	
$1,611,644	is	restricted	per	the	Master	Trust	Indenture	Section	5.5	Bond	Account	that	is	used	for	debt	
service	 and	 was	 invested	 in	 money	 market	 funds.	 WIFA	 maintains	 its	 cash	 held	 by	 trustee	 in	 an	
irrevocable	 trust	 account	 in	 the	name	of	WIFA	held	by	 the	 trust	department	 of	 a	 financial	 institution	
located	 in	 Phoenix,	 Arizona	 (separate	 from	 all	 other	 funds	 and	 investments	 of	 the	 trustee).	 These	
balances	are	invested	in	accordance	with	the	Master	Trust	Indenture	and	in	compliance	with	the	Officer	
of	 the	 State	 Treasurer's	 investment	 policy.	 The	money	market	 funds	 are	 not	 insured	 by	 the	 Federal	
Deposit	Insurance	Corporation	or	collateralized	by	the	trustee.	
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Note	3	–	Cash	and	Investments	(continued)	
	
Investments	 and	 Restricted	 Investments	 –	 The	 State	 Treasurer	 directs	 WIFA's	 investments	 in	
accordance	with	the	Master	Bond	Indenture	and	in	compliance	with	the	Officer	of	the	State	Treasurer's	
investment	policy.	ARS	35‐312	and	ARS	35‐313	require	the	State	Treasurer	to	 invest	 in	obligations	of	
the	 U.S.	 or	 its	 agencies	 including	 sponsored	 agencies,	 corporations,	 sponsored	 corporations	 or	
instrumentalities,	collateralized	repurchase	agreements,	bonds	or	other	evidence	of	indebtedness	of	the	
State	 of	 Arizona	 or	 its	 political	 subdivisions,	 commercial	 paper,	 bankers	 acceptances,	 certificates	 of	
deposit,	 interest‐bearing	 savings	 accounts	 and	 bonds,	 debentures,	 notes	 and	 other	 evidences	 of	
indebtedness	issued	by	U.S.	corporations	meeting	certain	rating	criteria.	WIFA's	investments	at	June	30,	
2014,	 consisted	 of	 collateralized	 guaranteed	 investment	 contracts,	 Federal	 bonds	 and	 U.S.	 Treasury	
notes.	 The	 guaranteed	 investment	 contracts	 are	 not	 insured	 by	 the	 Federal	 Deposit	 Insurance	
Corporation.	At	 June	30,	 2014,	WIFA's	 restricted	 investments	 totaled	 $85,996,406	which	 is	 restricted	
per	the	Master	Bond	Indenture	Section	5.6	Reserve	Account.	The	reserve	account	is	a	pledged	account	
held	by	the	trustee.	
	
Interest	rate	risk	–	Interest	rate	risk,	the	risk	that	changes	in	market	interest	rates,	will	adversely	affect	
the	fair	value	of	an	investment.	While	WIFA	does	not	have	a	formal	policy	regarding	interest	rate	risk,	it	
adheres	 to	 requirements	 within	 the	 Office	 of	 the	 State	 Treasurer's	 investment	 policy.	 Generally,	 the	
longer	 the	maturity	of	an	 investment,	 the	greater	 the	sensitivity	of	 its	 fair	value	 to	changes	 in	market	
interest	 rates.	 Information	 about	 the	 sensitivity	 of	 the	 fair	 values	 of	 WIFA's	 investments	 to	 market	
interest	 rate	 fluctuations	 is	 provided	 by	 the	 following	 table	 that	 shows	 the	 distribution	 of	 WIFA's	
investments	by	maturity	as	of	June	30,	2014:	
	
Total	Clean	Water	and	Drinking	Water
Remaining	Maturity	(In	Months)
12	Months 13	to	24 25	to	60 More	than
Investment	Type or	Less Months Months 60	Months
State	investment	pool 197,802,713$				 $				197,802,713	 ‐$																										 ‐$																											 ‐$																										
Money	market	funds 11,533,442								 									11,533,442	 ‐																												
Federal	bonds 33,927,946								 23,977,080							 9,950,866										
U.S.	Treasury	notes 244,286														 244,286														
Guaranteed	investment 80,104,178								 2,109,006									 38,476,500							 39,518,672								
Contracts
Totals 323,612,565$				 211,445,161$			 23,977,080$					 38,720,786$					 49,469,538$					
Credit	risk	–	Credit	risk	 is	 the	risk	 that	an	 issuer	of	an	 investment	will	not	 fulfill	 its	obligation	 to	 the	
holder	 of	 the	 investment.	 This	 is	measured	 by	 the	 assignment	 of	 a	 rating	 by	 a	 nationally	 recognized	
statistical	 rating	 organization.	 WIFA	 does	 not	 have	 a	 formal	 policy	 regarding	 credit	 risk.	 Presented	
below	is	the	Standard	&	Poor's	rating	as	of	year‐end	for	each	investment	type	as	of	June	30,	2014.	
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Note	3	–	Cash	and	Investments	(continued)	
	
Total	Clean	Water	and	Drinking	Water
Ratings	as	of	Year‐End
Investment	Type
AAA AA A
Exempt	from	
Disclosure(*)
State	investment	pool 197,802,713$				 $																												‐	 ‐$																										 ‐$																											 197,802,713$				
Money	market	funds 11,533,442									 									11,533,442	 ‐																												 ‐																													 ‐																													
Federal	bonds 33,927,946									 																														‐	 ‐																												 ‐																													 33,927,946								
U.S.	Treasury	notes 244,286															 																														‐	 ‐																												 ‐																													 244,286														
Guaranteed	investment 80,104,178									 40,585,506							 39,518,672							 ‐																													 ‐																													
Contracts
323,612,565$				 $							52,118,948	 39,518,672$					 ‐$																											 231,974,945$				
(*)Funds	 held	 by	 the	 State	 Treasurer	 or	 US	 Government	 Securities	 –	 see	 Note	 3	 –	 Cash	 and	 Cash	
Equivalents.	
	
WIFA	 primarily	 mitigates	 credit	 risk	 by	 investing	 in	 direct	 obligations	 of,	 or	 obligations	 the	 prompt	
payment	 of	 principal	 and	 interest	 on	which	 are	 fully	 guaranteed	 by,	 the	United	 States	 of	 America	 or,	
bonds,	debentures,	notes	or	other	evidences	of	 indebtedness	 issued	or	 fully	 insured	or	guaranteed	by	
any	agency	or	instrumentality	of	the	United	States	of	America	which	is	backed	by	the	full	faith	and	credit	
of	the	United	States	of	America,	or	bonds,	debentures,	notes	or	other	evidence	of	indebtedness	issued	or	
guaranteed	by	non‐full	faith	and	credit	United	States	government	agencies.	The	Guaranteed	Investment	
contracts	are	with	the	following	institutions:	Bayerische	Landesbank	Girozentrale	(50.67%),	the	Royal	
Bank	of	Canada	(39.17%)	and	GE	Funding	Capital	Market	Services	(10.17%).		
	
Concentration	of	credit	risk	–	The	investment	policy	of	WIFA	contains	no	limitations	on	the	amount	
that	can	be	invested	in	any	one	issuer.	
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Note	3	–	Cash	and	Investments	(continued)	
	
Investments	in	any	one	issuer	are	as	follows	as	of	June	30,	2014:	
	
Total	Clean	Water	and	Drinking	Water
Reported
Issuer Investment	Type Amount
State	Investment	Pool State	Investment	Pool 197,802,713$				
First	American	US	Treasury	Money	Market Money	Market 11,533,442									
Cash	and	cash	equivalents 209,336,155						
Bayerische	Landesbank Guaranteed	Investment	Contract 40,585,506									
Royal	Bank	of	Canada Guaranteed	Investment	Contract 31,373,835									
GE	Funding	Capital	Mkt	Svcs	Inc. Guaranteed	Investment	Contract 8,144,837										
Duetsche	Bank U.S.	Treasury	Notes 244,286														
Federal	Home	Loan	Banks Federal	Bond 33,927,946									
Investments 114,276,410						
Total	cash	and	investments 323,612,565$				
Custodial	credit	risk	–	For	an	investment,	custodial	credit	risk	is	the	risk	that,	in	the	event	of	the	failure	
of	 the	 counterparty	 to	 a	 transaction,	WIFA	will	not	be	able	 to	 recover	 the	value	of	 its	 investments	or	
collateral	 securities	 that	 are	 in	 the	 possession	 of	 an	 outside	 party.	 As	 of	 June	 30,	 2014	 all	 of	WIFA’s	
securities	are	held	in	by	the	financial	institution	or	the	State	of	Arizona	in	WIFA’s	name.	WIFA	manages	
custodial	credit	risk	in	accordance	with	Arizona	Revised	Statutes	and	its	investment	policy.		
	
	
Note	4	–	Program	Loans	
	
The	 Funds	 have	made	 loans	 to	 local	 governments	 and	 others	 in	 Arizona	 to	 finance	 various	 projects	
pursuant	to	the	requirements	of	the	Clean	Water	and	Safe	Drinking	Water	Acts.	The	loans	are	generally	
payable	in	semiannual	installments	due	January	1	and	July	1	of	each	year,	including	interest.	However,	
several	loans	are	payable	monthly	or	quarterly.	Changes	in	the	program	loans	are	as	follows:	
	
July	1,	2013 Increases Decreases June	30,	2014
Clean	Water	Fund 769,096,272$				 25,611,171$							 (47,099,043)$					 747,608,400$				
Drinking	Water	Fund 346,215,316							 34,496,850									 (34,014,981)							 346,697,185							
1,115,311,588$	 60,108,021$						 (81,114,024)$				 1,094,305,585$	
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Note	4	–	Program	Loans	(continued)	
	
Repayment	of	 these	 loans	will	 be	made	 from	pledged	property	 taxes,	net	 revenues	 from	 the	 systems,	
transaction	 privilege	 taxes	 or	 from	 special	 assessments.	 Most	 loans	 have	 a	 .3	 to	 3.0	 percent	 annual	
administrative	 fee.	When	 loans	have	been	 repaid	 the	principal	 and	 interest	 for	 the	pledged	 loans	 are	
placed	in	restricted	accounts	used	to	make	bond	payments.	For	loans	that	are	not	pledged,	the	money	is	
placed	in	a	fund	from	which	additional	loans	are	made.	
	
Some	 program	 loans	 require	 a	 monthly	 or	 quarterly	 payment	 into	 a	 debt	 service	 reserve	 to	 assure	
payments	of	the	loans.	The	debt	service	reserve	is	a	liability	of	WIFA	to	the	borrowers	and	interest	on	
the	 reserve	accrues	 to	 the	borrowers.	As	of	 June	30,	2014,	 the	debt	 service	 reserve	was	 $69,243	and	
$1,963,264	for	the	Clean	Water	and	Drinking	Water	funds,	respectively,	and	no	allowance	for	loan	loss	
was	recorded.	
	
	
Note	5	–	Retirement	and	Pension	Plan	
	
Arizona	State	Retirement	Plan	
	
Plan	 Description.	 The	 Arizona	 State	 Retirement	 System	 (ASRS)	 administers	 a	 cost	 sharing	 multiple‐
employer	 defined	 benefit	 pension	 plan	 that	 covers	 employees	 of	WIFA.	 The	ASRS	 is	 governed	 by	 the	
Arizona	State	Retirement	System	Board	according	to	the	provisions	of	A.R.S.	Title	38,	Chapter	5,	Article	
2.	Benefits	are	established	by	state	statute	and	generally	provide	retirement,	death,	long‐term	disability,	
survivor,	and	health	insurance	premium	benefits.	ASRS	issues	a	publicly	available	report	that	 includes	
financial	statements	and	required	supplemental	information.	The	report	may	be	obtained	in	writing	at	
ASRS,	 3300	N.	 Central	 Avenue,	 P.O.	 Box	 33910,	 Phoenix,	 Arizona	 85067‐3910	 or	 by	 calling	 602‐240‐
2200	or	1‐800‐621‐3778.		
	
The	ASRS	 is	 implementing	GASB	67	 in	 FY	14.	 This	will	 impact	 the	plan	but	 not	WIFA.	The	 impact	 to	
WIFA’s	 financial	 statements	 will	 occur	 with	 the	 implementation	 of	 GASB	 68	 in	 FY	 15.	 The	 ASRS	 is	
planning	to	issue	the	Schedule	of	Pension	Amounts	by	Employer	and	the	Schedule	of	Collective	Pension	
Amounts	 in	 the	 spring	 of	 FY15	 that	 will	 provide	 information	 for	 WIFA’s	 FY15	 financial	 statements.	
Currently	 the	ASRS	plan	auditors	are	requesting	FY13	data	 from	the	State	 to	assist	 in	 the	sampling	of	
employer	 census	 data.	 Once	 the	 ASRS	 issues	 the	 report	 in	 the	 spring,	 we’ll	 begin	 developing	 the	
allocation	process	for	the	State	and	be	able	to	provide	more	information	for	the	implementation	of	GASB	
68	in	FY15.		
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Note	5	–	Retirement	and	Pension	Plan	(continued)	
	
Funding	 Policy.	 The	 Arizona	 State	 Legislature	 has	 the	 authority	 to	 establish	 and	 amend	 benefits	
provisions	 and	 contributions	 for	 active	 plan	members.	 For	 the	 years	 ended	 June	30,	 2014,	 2013,	 and	
2012,	 active	 ASRS	 members	 and	 the	 District	 were	 each	 required	 by	 statute	 to	 contribute	 at	 the	
actuarially	 determined	 rate	 of	 11.54,	 11.14,	 and	 10.75	 percent	 (rate	 includes	 0.24	 for	 long‐term	
disability),	respectively,	of	the	members'	annual	covered	payroll.	WIFA's	contributions	to	ASRS	for	the	
years	ended	June	30,	2014,	2013,	and	2012	were	$123,367,	$114,112,	and	$110,564,	respectively,	and	
were	equal	to	the	required	contributions.	
	
	
Note	6	–	Internal	Balances	
	
At	 June	 30,	 2014,	 the	 Clean	Water	 Fund	 owed	 the	Drinking	Water	 Fund	 $17,326,268,	which	was	 the	
result	of	short‐term	cash	transfers.	Funds	will	be	repaid	from	existing	cash.	
	
	
Note	7	–	Bonds	Payable	
	
Bonds	payable	at	June	30,	2014	are	summarized	below.	The	bonds	are	callable	and	interest	is	payable	
semiannually.	 The	 bonds	 are	 special	 obligations	 of	WIFA	payable	 solely	 from	 and	 secured	 by	WIFA's	
assets.	The	obligations	are	not	obligations,	general,	specific	or	otherwise,	of	the	State	of	Arizona	or	any	
other	political	subdivision	thereof	other	than	WIFA.	
	
$195,980,000	Water	Quality	Revenue	Bonds,	Series	2004A,
due	in	annual	principal	installments	ranging	from
$5,500,000	to	$15,080,000,	plus	semi	annual	interest
ranging	from	2.0%	to	5.0%	through	October	1,	2024,
callable	on	October	1,	2014. 7,950,000$									
$97,100,000	Water	Quality	Revenue	Refunding	Bonds,
Series	2004A,	due	in	annual	principal	installments	ranging
from	$125,000	to	$4,825,000,	plus	semi	annual	interest
ranging	from	2.0%	to	5.0%	through	October	1,	2021,
callable	on	October	1,	2014. 21,275,000									
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Note	7	–	Bonds	Payable	(continued)	
	
$205,400,000	Water	Quality	Revenue	Bonds,	Series	2006A,
due	in	annual	principal	installments	ranging	from
$2,875,000	to	$16,750,000,	plus	semi	annual	interest
ranging	from	3.75%	to	5.0%	through	October	1,	2026,
callable	on	October	1,	2016. 53,205,000									
$238,710,000	Water	Quality	Revenue	Bonds,	Series	2008A,
due	in	annual	principal	installments	ranging	from	$615,405
to	$14,464,740,	plus	semi	annual	interest	ranging	from	3.0%
to	5.0%	through	October	1,	2028. 210,770,000						
$148,785,000	Water	Quality	Revenue	Bonds,	Series	2009A,
due	in	annual	principal	installments	ranging	from
$2,625,000	to	$12,250,000,	plus	semi	annual	interest
ranging	from	2.0%	to	5.0%	through	October	1,	2029. 126,330,000						
$39,655,000	Water	Quality	Refunding	Bonds,	Series	2009A,
due	in	annual	principal	installments	ranging	from
$3,555,000	to	$9,620,000,	plus	semi	annual	interest	
ranging	from	4.0%	to	5.0%	through	October	1,	2017. 16,420,000									
	
$138,665,000	Water	Quality	Revenue	Bonds,	Series	2010A,
due	in	annual	principal	installments	ranging	from
$2,500,000	to	$16,535,000	plus	semi	annual	interest
ranging	from	2.0%	to	5.0%	through	October	1,	2030,	callable
on	October	1,	2026. 130,265,000						
$42,325,000	Water	Quality	Refunding	Bonds,	Series	2010A,
due	in	annual	principal	installments	ranging	from
$7,765,000	to	$12,485,000	plus	semi	annual	interest	at	5.0%
from	October	1,	2017	through	October	1,	2020,	callable	on
October	1,	2017. 42,325,000
$212,210,000	Water	Quality	Refunding	bonds,	series	2012A
and	B,	due	in	annual	principal	installments	ranging	from
$2,000,000	to	$29,340,000	plus	semi	annual	interest	from
.2%	‐	5.0%	through	October	1,	2025,	callable	on
October	1,	2018. 210,210,000
818,750,000$				
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Note	7	–	Bonds	Payable	(continued)	
	
A	summary	of	changes	in	bonds	payable	is	set	forth	below:	
	
July	1,	2013 Issued Retired June	30,	2014
Water	Quality	Revenue
Bonds	Series	2004A 16,150,000$								 ‐$																													 8,200,000$										 7,950,000$										
Water	Quality	Refunding
Bonds	Series	2004A 30,025,000										 ‐																															 8,750,000												 21,275,000										
Water	Quality	Revenue 	
Bonds	Series	2006A 61,755,000										 ‐																															 8,550,000												 53,205,000										
Water	Quality	Revenue 	
Bonds	Series	2008A 220,120,000							 ‐																															 9,350,000												 210,770,000							
Water	Quality	Revenue 	
Bonds	Series	2009A 130,175,000							 ‐																															 3,845,000												 126,330,000							
Water	Quality	Refunding
Bonds	Series	2009A 19,975,000										 ‐																															 3,555,000												 16,420,000										
Water	Quality	Revenue
Bonds	Series	2010A 133,165,000							 ‐																															 2,900,000												 130,265,000							
Water	Quality	Refunding
Bonds	Series	2010A 42,325,000										 ‐																															 ‐																															 42,325,000										
Water	Quality	Refunding
Bonds	Series	2012A 164,610,000							 ‐																															 ‐																															 164,610,000							
Water	Quality	Refunding
Bonds	Series	2012B 45,600,000										 ‐																															 ‐																															 45,600,000										
863,900,000$					 ‐$																												 45,150,000$							 818,750,000$				
Bonds	by	Fund	are	as	follows:
Arizona	Clean	Water	Revolving	Fund 628,431,598$					
Arizona	Drinking	Water	Revolving	Fund 190,318,402							
818,750,000$				
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Note	7	–	Bonds	Payable	(continued)	
	
The	Clean	Water	Fund's	bond	debt	service	requirements	to	maturity,	including	interest,	are	as	follows:	
	
Clean	Water
Year	Ending	June	30, Principal Interest Total
2015 34,940,697$						 28,444,231$						 63,384,928$						
2016 37,432,293									 26,878,541									 64,310,834									
2017 37,666,490									 25,452,024									 63,118,514									
2018 38,182,554									 24,076,711									 62,259,265									
2019 37,635,719									 22,578,229									 60,213,948									
2020‐2024 216,509,073						 83,168,734									 299,677,807						
2025‐2029 187,529,990						 31,211,224									 218,741,214						
2030‐2031 38,534,782									 1,679,030											 40,213,812									
Total	long‐term	debt 628,431,598						 243,488,724						 871,920,322						
Less	current	portion (34,940,697)							 (28,444,231)							 (63,384,928)							
Noncurrent	portion 593,490,901$			 215,044,493$			 808,535,394$				
The	 Drinking	 Water	 Fund's	 bond	 debt	 service	 requirements	 to	 maturity,	 including	 interest,	 are	 as	
follows:	
	
Drinking	Water
Year	Ending	June	30, Principal Interest Total
2015 11,554,303$						 8,297,525$									 19,851,828$						
2016 12,557,707									 7,817,408											 20,375,115									
2017 11,443,510									 7,428,687											 18,872,197									
2018 14,117,446									 6,999,961											 21,117,407									
2019 15,409,281									 6,435,816											 21,845,097									
2020‐2024 72,855,927									 21,628,017									 94,483,944									
2025‐2029 47,020,010									 6,162,557											 53,182,567									
2030‐2031 5,360,218											 245,095															 5,605,313											
Total	long‐term	debt 190,318,402						 65,015,066									 255,333,468						
Less	current	portion (11,554,303)							 (8,297,525)									 (19,851,828)							
Noncurrent	portion 178,764,099$			 56,717,541$					 235,481,640$				
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Note	7	–	Bonds	Payable	(continued)	
	
WIFA's	total	bond	debt	service	requirements	to	maturity,	including	interest,	are	as	follows:	
	
Total	Clean	and	Drinking	Water
Year	Ending	June	30, Principal Interest Total
2015 46,495,000$							 36,741,756$							 83,236,756$								
2016 49,990,000									 34,695,949									 84,685,949											
2017 49,110,000									 32,880,710									 81,990,710											
2018 52,300,000									 31,076,672									 83,376,672											
2019 53,045,000									 29,014,045									 82,059,045											
2020‐2024 289,365,000						 104,796,750						 394,161,750								
2025‐2029 234,550,000						 37,373,781									 271,923,781								
2030‐2031 43,895,000									 1,924,125												 45,819,125											
	
Total	long‐term	debt 818,750,000						 308,503,788						 1,127,253,788				
Less	current	portion (46,495,000)							 (36,741,756)							 (83,236,756)									
Noncurrent	portion 772,255,000$			 271,762,032$			 1,044,017,032$		
	
In	July	2010,	WIFA	issued	$42,325,000	of	Water	Quality	Revenue	Refunding	Bond	series	2010A	for	the	
purpose	of	advance	refunding	a	portion	of	the	2004A	Water	Quality	Refunding	Bonds.	Under	the	terms	
of	the	refunding	issue,	sufficient	assets	to	pay	all	principal	and	interest	in	the	refunded	bonds	issues	had	
been	 placed	 in	 irrevocable	 trust	 accounts	 at	 commercial	 banks	 and	 invested	 in	 U.S.	 Government	
securities	 which,	 together	 with	 interest	 earned	 thereon,	 will	 provide	 amounts	 sufficient	 for	 future	
payment	of	principal	and	interest	of	the	issues	refunded.	The	amount	outstanding	of	the	defeased	bonds	
as	of	June	30,	2014	was	$44,176,878.	
	
In	March	2012,	WIFA	issued	$164,610,000	of	Water	Quality	Revenue	Refunding	Bond	series	2012A	and	
$47,600,000	 of	 Water	 Quality	 Revenue	 Refunding	 Bond	 series	 2012B	 for	 the	 purpose	 of	 advance	
refunding	a	portion	of	 the	2004	Water	Quality	Revenue	Bonds,	2004	Water	Quality	Refunding	Bonds,	
and	2006	Water	Quality	Revenue	Bonds.	Under	the	terms	of	the	refunding	issue,	sufficient	assets	to	pay	
all	principal	and	interest	in	the	refunded	bonds	issues	had	been	placed	in	irrevocable	trust	accounts	at	
commercial	 banks	 and	 invested	 in	 U.S.	 Government	 securities	 which,	 together	 with	 interest	 earned	
thereon,	 will	 provide	 amounts	 sufficient	 for	 future	 payment	 of	 principal	 and	 interest	 of	 the	 issues	
refunded.	The	amount	outstanding	of	the	defeased	bonds	as	of	June	30,	2014	was	$227,479,943.	
	
As	of	June	30,	2014,	interest	expense	on	outstanding	bonds	was	$32,531,750.	
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Note	7	–	Bonds	Payable	(continued)	
	
During	 fiscal	 year	 2014,	 bond	 issuance	 premiums	 and	 deferred	 losses	 on	 refunding	 of	 bonds	 were	
amortized	on	a	straight‐line	basis	based	on	 the	 term	of	 the	underlying	bonds	payable.	 In	FY	2014	the	
remaining	 balance	 of	 deferred	 bond	 issuance	 costs	 of	 $4,190,833	 was	 written	 off	 per	 GASB	 65.	
Amortization	expense	as	of	June	30,	2014	for	bond	issuance	premiums	and	deferred	losses	on	refunding	
of	bonds	was	$7,703,806,	and	$3,512,054,	respectively.	
	
The	security	for	the	bonds	includes	a	pledge	of	the	moneys	and	investments	in	the	accounts	held	by	the	
Trustee	and	the	Financial	Assistance	Accounts	held	for	WIFA,	the	Authority,	by	the	State	Treasurer	and	
all	pledged	loans.		
	
At	the	end	of	FY	2014	the	amount	of	money	and	investments	held	by	the	Trustee	and	the	monies	held	by	
the	State	Treasurer	was	$323,612,565.	The	principal	and	interest	repayments	received	on	pledged	loans	
in	FY	2014	was	$103,738,354.	The	principal	and	interest	paid	on	the	outstanding	bonds	in	FY	2014	was	
$83,964,550.		
	
	
Note	8	–	Long‐Term	Debt	
	
Long‐term	debt	activity	for	the	fiscal	year	ended	June	30,	2014	follows	for	each	fund	and	in	total.	
	
Clean	Water
Beginning Ending Due	Within
Description Balance Additions Reductions Balance One	Year
Compensated
absences 23,170$															 2,907$																 ‐$																										 26,077$														 26,077$														
Bonds	payable 659,749,855$				 ‐																														 (31,318,257)$				 628,431,598$				 34,940,697$						
Bond	premiums 61,877,976									 ‐																														 (5,430,159)									 56,447,817									
721,627,831$				 ‐$																										 (36,748,416)$			 684,879,415$			 34,940,697$						
Drinking	Water
Beginning Ending Due	Within
Description Balance Additions Reductions Balance One	Year
Compensated
absences 69,510$															 8,754$																 ‐$																										 78,264$														 78,264$														
Bonds	payable 204,150,145$				 ‐																														 (13,831,743)$				 190,318,402$				 11,554,303$						
Bond	premiums 19,192,844									 ‐																														 (1,643,646)									 17,549,198									
223,342,989$				 ‐$																										 (15,475,389)$			 207,867,600$			 11,554,303$						
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Note	8	–	Long‐Term	Debt	(continued)	
	
Total	Clean	Water	and	Drinking	Water
Beginning Ending Due	Within
Description Balance Additions Reductions Balance One	Year
Compensated
absences 92,680$															 11,661$														 ‐$																										 104,341$											 104,341$											
Bonds	payable 863,900,000$				 ‐																														 (45,150,000)$				 818,750,000$				 46,495,000$						
Bond	premiums 81,070,820									 ‐																														 (7,073,805)									 73,997,015									 ‐																														
944,970,820$				 ‐$																										 (52,223,805)$			 892,747,015$			 46,495,000$					
	
Note	9	–	Administrative	Revenues	and	Expenses	
	
WIFA	 is	 authorized	 to	 utilize	 a	 portion	 of	 capitalization	 grants	 for	 administrative	 purposes	 (not	 to	
exceed	4%	of	the	net	capitalization	grant).	
	
WIFA	receives	servicing	fees	assessed	on	the	outstanding	loan	balance	from	each	of	the	local	borrowers	
(Debt	Management	Revenue).	These	fees	are	used	to	defray	program	administration	expenses,	and	are	
collected	and	recorded	by	WIFA	as	separate	funds	at	the	treasurer's	office.	
	
The	administrative	expenses	reported	by	WIFA	for	June	30,	2014	are	as	follows:	
	
Clean	Water Drinking	Water
	 Expenses Fund Fund Total
Personnel 280,284$												 843,005$												 1,123,289$									
Benefits 105,944															 318,339															 424,283															
Contracts 43,938																	 109,814															 153,752															
In	state	travel 4,457																				 12,956																	 17,413																	
Out	of	state	travel 3,652																				 10,956																	 14,608																	
Other	operating	expenses 411,850															 344,306															 756,156															
Equipment 3,837																				 11,511																	 15,348																	
Fee	transfers	to	ADEQ 44,858																	 67,185																	 112,043															
Subtotal 898,820															 1,718,072											 2,616,892											
Set	aside	to	ADEQ ‐																														 3,190,428											 3,190,428											
898,820$											 4,908,500$								 5,807,320$									
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Note	10	–	Risk	Financing	Activities	
	
WIFA	 participates	 in	 the	 State	 of	 Arizona	 Insurance	 Program	 managed	 thru	 the	 Risk	 Management	
Division	 of	 the	 Department	 of	 Administration.	 This	 program	 manages	 the	 State’s	 property,	
environmental,	general	liability,	and	workers	compensation	losses.	For	detailed	information	on	how	the	
program	works,	 please	 contact:	 Arizona	Department	 of	 Administration,	 Risk	Management	 Office,	 100	
North	15th	Ave	3rd	Floor,	Suite	301,	Phoenix,	AZ	85007.	Phone	602‐542‐2182.		
	
WIFA	has	not	had	any	significant	reductions	in	the	current	fiscal	year’s	insurance	coverage	and	has	not	
had	a	claim	in	the	last	3	years.	
	
	
Note	11	–	Capitalization	Grants	
	
While	most	of	the	money	for	the	loans	comes	from	State	Funds,	a	portion	comes	from	an	annual	grant	
award	 from	 the	 Environmental	 Protection	 Agency	 (EPA).	 EPA	 awards	 WIFA	 a	 Clean	 Water	 and	 a	
Drinking	 Water	 Capitalization	 grant	 each	 year.	 Both	 grants	 provide	 money	 for	 loans,	 a	 portion	 for	
forgivable	principal	(not	to	exceed	30%	of	the	total)	and	some	administrative	money	(not	to	exceed	4%	
of	 the	 total	 grant)	 to	 assist	 with	 running	 the	 program.	 The	 Drinking	 Water	 grant	 provides	 some	
additional	 funding	 for	other	program	requirements.	The	grants	have	a	budget	period	of	 five	years	but	
are	usually	spent,	in	their	entirety,	within	3	years.		
	
At	 the	beginning	of	FY	14,	WIFA	had	$11,311,286	available	 for	 loans	 from	two	Drinking	Water	grants	
and	$	2,908,876	for	loans	from	two	Clean	Water	grants.	During	the	year	an	additional	$8,648,640	was	
awarded	 from	a	Clean	Water	Grant	 and	$12,825,880	 from	a	Drinking	Water	Grant.	Of	 the	 total	 funds	
spent	 for	 Clean	 Water	 loans	 $14,522,769	 was	 from	 Clean	 Water	 grant	 funds,	 with	 an	 additional	
$115,113	 provided	 from	 forgivable	 principal.	 Drinking	Water	 Grants	 provided	 $15,975,975	 for	 loans	
and	$3,699,390	in	forgivable	principal.	Of	the	total	Administrative	costs	$400,575	were	provided	from	
the	Clean	Water	grants	and	$1,343,514	from	the	Drinking	Water	grants.	
	
In	FY15	WIFA	expects	 to	 receive	a	$9,466,000	Clean	Water	Award	and	a	$15,969,000	Drinking	Water	
Award.	At	the	end	of	FY	14	WIFA	had	$1,463,716	available	from	three	Clean	Water	grants	for	loans	and	
$7,606,392	available	from	three	Drinking	Water	grants.	
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REPORT	OF	INDEPENDENT	AUDITORS	ON	INTERNAL	CONTROL	
	OVER	FINANCIAL	REPORTING	AND	ON	COMPLIANCE	AND	OTHER	MATTERS	BASED	
ON	AN	AUDIT	OF	FINANCIAL	STATEMENTS	PERFORMED	IN	ACCORDANCE	WITH	
GOVERNMENT	AUDITING	STANDARDS	
	
	
The	Board	of	Directors	
Water	Infrastructure	Finance	Authority	of	Arizona	
	
We	 have	 audited,	 in	 accordance	 with	 auditing	 standards	 generally	 accepted	 in	 the	 United	 States	 of	
America	and	 the	standards	applicable	 to	 financial	audits	contained	 in	Government	Auditing	Standards,	
issued	 by	 the	 Comptroller	 General	 of	 the	United	 States,	 the	 financial	 statements	 of	 the	 business‐type	
activities	and	each	major	fund	of	Water	Infrastructure	Finance	Authority	of	Arizona,	which	comprise	the	
statement	 of	 net	 position	 as	 of	 June	 30,2014,	 and	 the	 related	 statements	 of	 revenues,	 expenses,	 and	
changes	 in	net	position	and	cash	 flows	 for	 the	year	 then	ended,	and	 the	 related	notes	 to	 the	 financial	
statements,	and	have	issued	our	report	thereon	dated	October	8,	2014.	
	
Internal	Control	over	Financial	Reporting	
	
In	planning	and	performing	our	audit	of	 the	 financial	statements,	we	considered	Water	 Infrastructure	
Finance	Authority	of	Arizona's	internal	control	over	financial	reporting	(internal	control)	to	determine	
the	 audit	 procedures	 that	 are	 appropriate	 in	 the	 circumstances	 for	 the	 purpose	 of	 expressing	 our	
opinions	 on	 the	 financial	 statements,	 but	 not	 for	 the	 purpose	 of	 expressing	 an	 opinion	 on	 the	
effectiveness	of	Water	Infrastructure	Finance	Authority	of	Arizona's	internal	control.	Accordingly,	we	do	
not	 express	 an	 opinion	 on	 the	 effectiveness	 of	 Water	 Infrastructure	 Finance	 Authority	 of	 Arizona's	
internal	control.	
	
A	 deficiency	 in	 internal	 control	 exists	 when	 the	 design	 or	 operation	 of	 a	 control	 does	 not	 allow	
management	or	employees,	in	the	normal	course	of	performing	their	assigned	functions,	to	prevent,	or	
detect	 and	 correct,	 misstatements	 on	 a	 timely	 basis.	 A	 material	 weakness	 is	 a	 deficiency,	 or	 a	
combination	of	deficiencies,	in	internal	control,	such	that	there	is	a	reasonable	possibility	that	a	material	
misstatement	of	the	entity's	financial	statements	will	not	be	prevented,	or	detected	and	corrected	on	a	
timely	basis.	A	significant	deficiency	 is	a	deficiency,	or	a	combination	of	deficiencies,	in	internal	control	
that	is	less	severe	than	a	material	weakness,	yet	important	enough	to	merit	attention	by	those	charged	
with	governance.		
	
Our	consideration	of	internal	control	was	for	the	limited	purpose	described	in	the	first	paragraph	of	this	
section	 and	 was	 not	 designed	 to	 identify	 all	 deficiencies	 in	 internal	 control	 that	 might	 be	 material	
weaknesses	 or	 significant	 deficiencies	 and	 therefore,	 material	 weaknesses	 or	 significant	 deficiencies	
may	exist	that	were	not	identified.	However,	as	described	in	the	accompanying	schedule	of	findings	and	
responses,	 we	 identified	 a	 deficiency	 in	 internal	 control,	 described	 in	 the	 accompanying	 schedule	 of	
findings	and	responses	as	item	2014‐001	that	we	consider	to	be	a	significant	deficiency.	
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Compliance	and	Other	Matters	
	
As	 part	 of	 obtaining	 reasonable	 assurance	 about	 whether	Water	 Infrastructure	 Finance	 Authority	 of	
Arizona's	 financial	 statements	 are	 free	 from	 material	 misstatement,	 we	 performed	 tests	 of	 its	
compliance	 with	 certain	 provisions	 of	 laws,	 regulations,	 contracts,	 and	 grant	 agreements,	
noncompliance	 with	 which	 could	 have	 a	 direct	 and	material	 effect	 on	 the	 determination	 of	 financial	
statement	 amounts.	 However,	 providing	 an	 opinion	 on	 compliance	with	 those	 provisions	was	 not	 an	
objective	 of	 our	 audit,	 and	 accordingly,	 we	 do	 not	 express	 such	 an	 opinion.	 The	 results	 of	 our	 tests	
disclosed	 no	 instances	 of	 noncompliance	 or	 other	 matters	 that	 are	 required	 to	 be	 reported	 under	
Government	Auditing	Standards.	
	
Management’s	Response	to	Findings	
	
The	 Governmental	 Department’s	 response	 to	 the	 finding	 identified	 in	 our	 audit	 is	 described	 in	 the	
accompanying	 corrective	 action	 plan.	 The	 Water	 Infrastructure	 Finance	 Authority	 of	 Arizona’s	
responses	were	not	subjected	to	the	auditing	procedures	applied	in	the	audit	of	the	financial	statements	
and,	accordingly,	we	express	no	opinion	on	it.	
	
Purpose	of	this	Report	
	
The	 purpose	 of	 this	 report	 is	 solely	 to	 describe	 the	 scope	 of	 our	 testing	 of	 internal	 control	 and	
compliance	 and	 the	 result	 of	 that	 testing,	 and	 not	 to	 provide	 an	 opinion	 on	 the	 effectiveness	 of	 the	
entity's	 internal	 control	 or	 on	 compliance.	 This	 report	 is	 an	 integral	 part	 of	 an	 audit	 performed	 in	
accordance	 with	 Government	 Auditing	 Standards	 in	 considering	 the	 entity's	 internal	 control	 and	
compliance.	Accordingly,	this	communication	is	not	suitable	for	any	other	purpose.	
	
Scottsdale,	Arizona	
October	8,	2014	
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I.	 SUMMARY	OF	AUDITORS’	RESULTS	
	
FINANCIAL	STATEMENTS	
	
Type	of	auditor’s	report	issued:	 Unmodified	
	
Internal	control	over	financial	reporting:	
 Material	weakness(es)	identified?	 	 Yes	 	 No	
 Significant	deficiencies	identified?	 	 Yes	 		No	
 Noncompliance	material	to	financial	statements	noted?	 	 Yes	 	 No	
	
	
II.	 AUDIT	FINDINGS	IN	RELATION	TO	FINANCIAL	STATEMENTS		
	
Finding	2014‐001‐	Year	End	Financial	Statement	Preparation	–	Significant	Deficiency	
	
Criteria	 –	 Management	 is	 responsible	 for	 the	 preparation	 and	 fair	 presentation	 of	 the	 financial	
statements	in	accordance	with	accounting	principles	generally	accepted	in	the	United	States	of	America.	
The	audit	 firm	may	advise	management	about	appropriate	accounting	principles	and	their	application	
and	may	assist	in	the	preparation	of	the	financial	statements,	but	management	remains	responsible	for	
the	 financial	 statements.	 Management	 is	 also	 responsible	 for	 the	 design,	 implementation,	 and	
maintenance	of	internal	control	relevant	to	the	preparation	and	fair	presentation	of	financial	statements	
that	are	free	from	material	misstatement,	whether	due	to	error	or	fraud.	This	responsibility	includes	the	
maintenance	of	adequate	records,	the	selection	and	application	of	accounting	principles.,		
	
Condition	 –	During	 our	 audit	 procedures,	we	 noted	 several	 audit	 adjustments	 that	were	 necessary	 to	
properly	classify	balances	and	transactions	within	the	financial	statements	and	meet	required	footnote	
disclosures.	 Audit	 adjustments	 were	 necessary	 to	 properly	 implement	 GASB	 65	 Items	 Previously	
Reported	 as	Assets	 and	 Liabilities	 for	 bond	 issuance	 costs,	 to	 properly	 classify	 deferred	 loss	 on	 bond	
refundings	 as	 a	 deferred	 outflow	 of	 resources,	 and	 meet	 required	 footnote	 disclosure	 requirements.		
Reclassifications	were	made	to	report	amounts	on	deposit	in	trustee	accounts	for	purposes	of	satisfying	
certain	 bond	 master	 trust	 indenture	 provisions	 as	 restricted	 net	 position.	 Finally,	 after	 further	
consideration	 of	 the	 level	 of	 constraint	 placed	 on	WIFA’s	 resources	 by	 the	 Environmental	 Protection	
Agency	 in	carrying	out	 its	revolving	 loan	programs,	management	determined	that	a	more	 transparent	
reporting	resulted	in	all	of	its	resources	classified	as	restricted	net	position.	
	
Cause	–	Management	switched	audit	firms	during	the	last	fiscal	year.		In	the	transition,	management	did	
not	 hear	 about	 the	 requirements	 of	 the	 new	 standard,	 GASB	 65,	 and	 did	 not	 learn	 about	 the	
implementation	 requirements	 from	 other	 sources.	 As	 to	 the	 reporting	 of	 net	 position,	 management	
applied	a	narrower	focus	on	the	accurate	reporting	the	corpus	of	its	loan	program	resources	from	EPA	
capitalization	grants	as	restricted,	instead	of	applying	the	classification	criteria	on	a	broader	scale	to	all	
of	WIFA’s	resources.	
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Effect	 –	 There	 was	 no	 net	 effect	 to	 the	 total	 net	 position	 reported	 or	 the	 change	 in	 net	 position.	 A	
reclassification	 was	 required	 to	 properly	 report	 the	 balance	 of	 prior	 year	 gains	 and	 losses	 on	 bond	
refundings	into	the	GASB	65	required	account	titled	deferred	outflows.	In	addition,	a	reclassification	was	
made	among	the	net	position	accounts	that	resulted	in	all	ending	net	position	reported	as	restricted.	
	
Recommendation	 –	 There	 are	 a	 number	 of	 governmental	 accounting	 standards	 update	 continuing	
education	 sessions	 available	 through	 the	 American	 Institute	 of	 Certified	 Public	 Accountants,	 the	
Government	Finance	Officers	Association,	Arizona	specific	governmental	conferences,	and	Moss	Adams	
has	 a	 number	 of	webcasts	 that	we	make	 available	 to	 our	 clients.	We	 recommend	 that	WIFA	 provide	
opportunities	for	staff	responsible	for	external	financial	reporting	to	attend	these	training	courses.	
	
Management’s	Response:		See	corrective	action	plan.	
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2013‐001	 –	Reporting	 –	 Significant	Deficiency	 ‐	 Environmental	 Protection	 Agency’s	 Capitalization	
Grants	for	Drinking	Water	State	Revolving	Funds	(“DWSRF”)	CFDA	66.468	–	During	the	fiscal	year	ended	
June	30,	2013	WIFA	did	not	complete	the	FFATA	reporting	process	in	FSRS	for	the	DWSRF	grant	in	fiscal	
year	2013.	
	
Status	at	June	30,	2014	–	This	finding	was	resolved	in	the	current	year.		
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